Decision usefulness of accounting for cryptocurrencies as intangible assets by Moosa, Naazneen et al.
1 
 
Decision usefulness of accounting for cryptocurrencies as intangible assets 
Ms Naazneen Moosa1; Prof Ahmed Mohammadali Haji2; Mr Milan van Wyk3 
Abstract 
The Fourth Industrial Revolution (4IR) has brought about radical changes including the phenomenon 
of cryptocurrencies. The global cryptocurrency market capitalisation has recently tipped over $1.8 
trillion. This growing use of cryptocurrencies has led to entities relying on the accounting for 
cryptocurrencies to measure and depict performance. However, it is uncertain whether the application 
of the existing standards encapsulates the unique characteristics of cryptocurrencies. Despite the unique 
digital nature of cryptocurrencies, the IASB has not issued specific guidance noting that the existing 
IFRS standards are sufficient to determine the accounting treatment of cryptocurrencies. This has 
resulted in some entities accounting for cryptocurrencies as intangible assets. This paper assesses 
whether accounting for cryptocurrencies as intangible assets provide decision-useful information to the 
users of the financial statements. 
This paper applies qualitative, doctrinal research as the IFRS standards are analysed to determine 
whether they provide decision-useful information based on the expectations of users and the nature and 
characteristics of cryptocurrencies. This paper finds that the measurement and presentation principles 
of intangible assets do not provide relevant and useful information in the context of cryptocurrencies. 
This is because users are concerned about the fair value of cryptocurrencies and would want to see both 
increases and decreases in profit or loss. Furthermore, users would want to understand the nature of the 
risks relating to cryptocurrencies, such as price risk.  A possible solution is for the IASB to consider 
issuing specific guidance that measures and presents cryptocurrencies in a manner consistent with users’ 
expectations. 
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1. Background and research problem 
The Fourth Industrial Revolution (4IR) has brought about many radical changes in technology that blur 
the lines between Infotech and biotech as well as challenge traditional economies (Mhlanga & Moloi, 
2020; Ma, Ahmad, Lui & Wang, 2020). Amongst the emerging technologies is cryptocurrencies which 
enhanced the financial product spectrum and have resulted in investors, society, businesses, academics, 
governments and other authorities investigating its benefits and risks. According to CoinMarketCap 
(2021), the global cryptocurrency market capitalisation is over $1.8 trillion with over 9 042 
cryptocurrencies in the market. Furthermore, the volume of crypto-transactions is increasing due to 
major corporations accepting it as a means of payment especially during the COVID-19 pandemic when 
the banks are reluctant to lend money (Inman, 2021). 
Despite the unique digital nature of cryptocurrencies, currently, there are no specific or dedicated 
International Financial Reporting Standards (IFRS) that provide accounting requirements for 
cryptocurrencies (PricewaterhouseCoopers (PwC), 2019; Yatsyk, 2018). The guidance available 
consists of the agenda decisions and staff papers of the International Financial Reporting Interpretations 
Committee (IFRIC), guidance issued by the accounting firms and other forms of literature (Sundqvist 
& Hyytiä, 2019). In practice, this resulted in some entities accounting for their cryptocurrency holdings 
as intangible assets (International Accounting Standards Board (IASB), 2018). This is because 
cryptocurrencies are similar to intangible assets with no physical form (Chamber of Digital Commerce, 
2017; Chartered Professional Accountants of Canada (CPA), 2018; Deloitte, 2018a; Grant Thornton, 
2018; IFRS Discussion Group, 2018; Vogel & Petry, 2018). The IFRIC (2019) concluded, through an 
agenda decision, that cryptocurrency holdings not held for sale in the course of ordinary business, 
should be accounted for as intangible assets in terms of IAS 38 Intangible Assets (IAS 38). 
Research problem 
The objective of general purpose financial reporting is to provide financial information about the 
reporting entity that is useful to existing and potential investors, lenders and other creditors in 
making decisions relating to providing resources to the entity (IASB, 2021a, para. 1.2).  
Given the level of judgement, uncertainty and volatility relating to cryptocurrencies, the presentation 
and disclosure of cryptocurrencies are important to provide information about its recognition and 
measurement to the users when making economic decisions relating to the entity (Association of 
Chartered Certified Accountants (ACCA), n.d.; Retief, 2018; Grant Thornton, 2018). The CPA (2018) 
adds that concerns have been raised as to whether accounting for cryptocurrencies as intangible assets 
reflect the economic substance and provide relevant information to users of financial statements.  
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Given the importance of providing useful information to the users of the financial statements in an ever-
changing global economy, the question arises as to whether accounting for cryptocurrencies as 
intangible assets provide decision-useful information to the users of the financial statements? 
2. Research objective, process and contribution 
The objective of this paper is to assess whether recognising, measuring, presenting and disclosing 
cryptocurrencies as intangible assets provides decision-useful information to users based on the nature 
and characteristics of cryptocurrencies. Decision usefulness is based on whether the accounting 
requirements relating to intangible assets provides relevant information and faithfully represents 
cryptocurrencies to address the information expectations of the users of the financial statements.  
The research objective is achieved by firstly providing a brief understanding of the nature and 
characteristics of cryptocurrencies. Thereafter, the decision usefulness of information relating to the 
sections of recognition, measurement, presentation and disclosure of cryptocurrencies are discussed 
separately. Each section analyses and applies the specific intangible asset guidance contained in IFRS 
to cryptocurrencies. The evaluation of whether the current accounting guidance provides useful 
information is performed in conjunction with the expectation of users and the nature and characteristics 
of cryptocurrencies determined through the literature.  
The current accounting guidance indicates cryptocurrencies should be accounted for as intangible assets 
despite its unique nature. This paper is of value as it addresses the gap between the financial implications 
of cryptocurrencies and the objective of financial reporting. The paper contributes to the existing body 
of knowledge by providing arguments for accounting for cryptocurrencies as intangible assets based on 
the guidance of IAS 38. It also highlights areas of improvement and consideration. The contribution 
can be used by the IASB and academics for further deliberation on the matter for improvement of 
accounting standards. 
3. Methodology 
A qualitative doctrinal research method is used to meet the objective of the research. Hutchinson and 
Duncan (2012 p. 101) define doctrinal research as follows: 
A systematic exposition of the rules governing a particular legal category, analyses the relationships 
between the rules, explains areas of difficulty and, perhaps, predicts future developments. 
Van Wyk and Coetsee (2020 p.2) note that “doctrinal research is carried out within an interpretive and 
critical framework, depending on the type of research”. It is further mentioned by Chynoweth (2008) 
that this type of research addresses “what the law should be” and therefore, has normative 
characteristics. Additionally, Van der Spuy (2015 p. 812) defines qualitative doctrinal research as:  
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[a] purely theoretical and documentary analysis which is augmented and complemented with 
application of discussion and logical argumentation. 
Doctrinal research is usually applied in the legal discipline, however, it may also be applied to the 
accounting discipline as one can make use of the principles to evaluate the concepts or rules which are 
enforced by law within certain jurisdictions such as South Africa. (Bornman, 2017; Coetsee & Buys, 
2018; van Wyk & Coetsee, 2020). According to Van Gestel and Micklitz (2014), doctrines are 
established through practice by means of consensus being reached by major role players. The 
accounting guidance is the result of deliberation in practice and is developed by standard-setters such 
as the IASB, which is the major role player in the accounting discipline (van Wyk, 2017). Coetsee and 
Buys (2018) agree that the accounting standards could be seen as doctrines as standard-setters follow a 
due diligence process in their development. Many jurisdictions have incorporated financial reporting 
standards into legislation and thus this creates a legal backing (Coetsee & Buys, 2018). As a result, the 
accounting discipline is based on doctrines that have been developed into the accounting framework 
and standards (Chemhere, 2019). 
The doctrines used in the research consist of the existing guidance in IFRS as developed by the IASB, 
including the IFRIC agenda decisions relating to cryptocurrencies. The paper introduces the nature and 
characteristics of cryptocurrencies and then interprets the guidance in IFRS supported by literature from 
practice as well as academia. Through the interpretation of IFRS, this article uses logical argumentation 
to assess whether accounting for cryptocurrencies as intangible assets results in decision-useful 
information to the users of the financial statements. This paper is therefore limited to the interpretation 
of the authors based on the supporting literature. 
4. Understanding cryptocurrencies 
Cryptocurrencies are one of the growing innovations to arise from the 4IR. This marvel phenomenon 
has been created and used as a means of payment, exchanged for goods or services and as an investment 
mechanism (Barlin, 2017; EY, 2018). Cryptocurrencies are defined by Merriam-Webster (2021, para. 
1) as: 
Any form of currency that only exists digitally, that usually has no central issuing or regulating 
authority but instead uses a decentralized system to record transactions and manage the issuance of 
new units, and that relies on cryptography to prevent counterfeiting and fraudulent transactions. 
Similarly, PwC (2015) describe cryptocurrencies as a form of exchange that is stored electronically 
using encryption technology. One of the main characteristics of cryptocurrencies is that it does not have 
a physical form but instead, is shown on the distributed ledger of the publicly available blockchain 
(CPA, 2018; Deloitte, 2018a; PwC, 2015). Furthermore, cryptocurrencies are not linked to a physical 
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currency nor is it backed by the government, asset, commodity or any legal entity (Kam, 2017). The 
price characteristics of cryptocurrencies will be addressed in the next sub-section. 
Price characteristics of cryptocurrencies 
The prices of cryptocurrencies are available on the exchanges that they are traded on. These prices are 
generally the average of the buy and sell spreads on the particular exchange and vary in small amounts 
across various exchanges (Reiff, 2019). However, the most common feature experienced with 
cryptocurrencies is the volatility in their prices (Glaser, Zimmermann, Haferkorn, Weber, & Siering, 
2014). Kaul (2021) acknowledges that the price of cryptocurrencies increased over the recent months 
due to the increased demand for cryptocurrencies as a result of cryptocurrencies being used as a hedging 
option against inflation and many major institutions backing major cryptocurrencies such as Bitcoin. 
The surge in prices was attributable to significant acquisitions of cryptocurrencies by influential 
companies such as MicroStrategy Incorporated and Tesla Incorporated (Kaul, 2021). 
Despite the rapid growth and increase in the prices of cryptocurrencies, there are still uncertainties over 
this phenomenon (Asplund & Ivarsson, 2018). These uncertainties relate to various factors including 
an “insufficient amount of information” (Asplund & Ivarsson, 2018, para. 6).  The uncertainty relating 
to cryptocurrencies is driven by the fact that they are still in their infancy and there is still a lack of 
consensus on what it actually is and how they should be priced (Antonakakis, Chatziantoniou & 
Gabauer, 2019). However, amidst the COVID-19 pandemic, in March 2020, cryptocurrency exchanges 
experienced their largest trading volumes as a result of the drastic decrease in price by facilitating trades 
approximately worth $12 million per minute (O’Neal, 2020). During the 2020-2021 period, the value 
and popularity of cryptocurrencies increased despite the negative expectations that cryptocurrencies 
would fail in such an environment, which shows market resilience (Finance Derivative, 2020). For 
example. Bitcoin’s price rose from $6,641 on 1 April 2020 to $61,711.87 on 13 March 2021 (Kaul, 
2021). 
The value of cryptocurrencies is impacted by various factors including the stance of influential people 
and corporates. For example, the recent Tweets around the environmental impact of cryptocurrencies 
posted by Elon Musk (founder of Tesla Incorporated) resulted in a 9% decrease in the price of Bitcoin 
(Parkin, 2021). Similarly, Musk’s lobbying for Dogecoin has resulted in an increase in its price despite 
it being created as a parody (Ostroff & McCabe, 2021). As such, the price of cryptocurrencies is affected 
by not only the traditional market factors such as supply and demand but also the power of the media 
(Kulkarni, 2021). 
5. Recognition of cryptocurrencies as intangible assets 
IAS 38 requires an asset to meet the definition of an intangible asset and the recognition criteria to be 
recognised as an intangible asset. In applying this principle, the current accounting guidance confirms 
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that cryptocurrencies meet the definition of an intangible asset (section 1). With regards to the 
recognition criteria in IAS 38, an intangible asset can be recognised if: 
(a) It is probable that the expected future economic benefits that are attributable to the asset will 
flow to the entity; and 
(b) The cost of the asset can be measured reliably (IASB, 2021b, para. 21). 
The probability criterion relating to the inflow of future economic benefits is met because the 
cryptocurrency gives the holder the right to access future economic benefits as it can transact on 
exchanges and sell the cryptocurrency as well as exchange it for other goods or services (Vogel & Petry, 
2018). The price paid for the cryptocurrencies also represents the expectation that future economic 
benefits will probably flow to the holder. The cost of cryptocurrencies can generally be measured 
reliably as the price is often available on an exchange (IASB, 2021b). Therefore, cryptocurrencies can 
be recognised as intangible assets.  
6. Measurement of cryptocurrencies as intangible assets 
On initial recognition, IAS 38 requires that intangible assets are to be measured at cost. Based on the 
guidance provided, the cost for cryptocurrencies separately acquired is the price that the holder paid to 
acquire it (IASB, 2021b). In subsequent periods, IAS 38 provides entities with an option to either use 
the cost model or the revaluation model. Under the cost model, the cryptocurrency is subsequently 
measured at its “cost less any accumulated amortisation and any accumulated impairment losses” 
(IASB, 2021b, para. 74). In contrast, the revaluation model requires the cryptocurrency to be carried at 
its revalued amount. The revalued amount is determined as the fair value at the revaluation date less 
any subsequent accumulated amortisation and any subsequent accumulated impairment losses (IASB, 
2021b). IAS 38 further explains that the fair value should be measured with reference to an active 
market. This in essence means that the revaluation model can only be used for cryptocurrencies with an 
active market.  
An active market is where the cryptocurrency is traded with sufficient frequency and volume (IASB, 
2021c). Grant Thornton (2018) argues that cryptocurrencies are largely traded on exchanges and thus it 
may be possible to determine that an active market exists. Deloitte (2018b) observe that the markets 
relating to cryptocurrencies are still in their infancy and some are traded more actively than others. 
More popular cryptocurrencies such as Bitcoin may be traded daily and extensively and as such, an 
active market may exist. Contrary to this, less popular cryptocurrencies may not have an active market 
(Grant Thornton, 2018). Hence, Deloitte (2018b) state that simply because a market exists does not 
mean it is an active market. The frequency and volume of trades need to be adequate to provide 
continuous pricing data for the cryptocurrency held. Further, the IFRS Discussion Group (2018) observe 
that even though the exchanges quote the prices of cryptocurrencies, the values are significantly volatile 
which may negate the reliability of the quoted price. Therefore, whether or not an active market exists 
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is dependent on the specific facts and circumstances, which include the type of cryptocurrency (Bitcoin, 
Ethereum, Namecoin, etc.) as well as the exchanges available and if this market is accessible to the 
holder. Additionally, CPA (2018) raises the concern that given that cryptocurrencies may be traded in 
fractions of units, it may be challenging to determine the most appropriate market. 
In considering the subsequent measurement of cryptocurrencies, generally the revaluation model is used 
by entities, such as Bitcoin Group Limited and Control Entities (2015), in order to take advantage of 
the fluctuations in the value of cryptocurrencies. 
Useful measurement of cryptocurrencies 
In assessing whether the measurement guidance in IAS 38 provides useful information, the fundamental 
qualitative characteristics, relevance and faithful representation, of useful financial statements are 
considered when determining the measurement base to be applied.  
Relevant information relating to cryptocurrencies 
In determining which measurement base provides relevant information, conceptually one needs to 
consider the characteristics of cryptocurrencies as well as how they contribute to the cash flows (IASB, 
2021a). The characteristics of cryptocurrencies are affected by the variability in cash flows through the 
volatility in its prices and sensitivity to market factors as well as other risks. Hence, the cost of 
cryptocurrencies will differ from its fair value. 
The cost model shows that the entity expects the asset to provide sufficient economic benefits that will 
at least cover the cost of the asset. However, this measurement base may not result in relevant 
information as users want to see information about the change in the value of cryptocurrencies (IASB, 
2021a; Procházka, 2018). In addition to this, if historical cost is used, when the cryptocurrency is 
disposed of or impaired, it may imply that the change in value is solely attributable to the disposal or 
impairment event rather than a change in value in other periods. The historical cost will not provide 
timely information about the change in value; it, therefore, does not provide confirmatory or predictive 
value (IASB, 2021a). This means that the entity’s risk exposure is not fully represented (Procházka, 
2018). Moreover, the benefits of applying the cost model are the fact that it is understood by most users 
and is verifiable (IASB, 2021a). Applying a cost model to cryptocurrencies means that cryptocurrencies 
that are identical assets may be reported at different amounts. This, therefore, reduces the comparability 
of the financial statements between entities and within the entity (IASB, 2021a).  
The Authority of Audit, Accounting, Property Valuation and Insolvency Management (AVNT) (2018) 
asserts that the value of cryptocurrencies fluctuates significantly on a daily basis and therefore, using a 
cost model would not fairly and truly reflect the performance of the entity (Grant Thornton, 2018; 
Thomson Reuters Tax & Accounting, 2017).  By measuring cryptocurrencies using fair value, the users 
will receive timely information regarding the changes in value and this may provide confirmatory or 
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predictive information. Under the revaluation model, the cryptocurrency would be measured at its fair 
value on the revaluation date. Berchowitz (2017) clarifies that fair value represents the value at which 
the investment will be realised or the value that the holder may transact at in exchange for goods or 
services.  Thus, the conclusion reached by Berchowitz (2017) and Venter (2016) is that fair value would 
produce useful information. Using fair value can also enhance comparability as identical assets are 
valued at the same amount on the measurement date (IASB, 2021a).  
The AVNT (2018) points out, however, that not all cryptocurrencies are liquid and cannot easily be 
sold or exchanged. Therefore, the better-known cryptocurrencies are liquid and steady such as Bitcoin, 
Ethereum and Ripple. Where the cryptocurrency is not considered liquid, it is explained that fair value 
may not be appropriate. This is because an active market may not exist. As such, these cryptocurrencies 
should be measured at cost less impairment until the fair value can be reliably measured through an 
active market (Accounting Standards Board of Japan (ASBJ), 2017; AVNT, 2018).  
In terms of how cryptocurrencies contribute to the cash flows, it is noted that they can be sold 
independently and the cash flows are produced directly (IASB, 2021a). Furthermore, future cash flows 
are not dependent on the holder’s activities nor other assets. Cryptocurrencies are not used but instead, 
can be sold or exchanged for goods or services. Thus, if the asset produces cash flows directly or if it 
can be sold independently, then the most appropriate measurement base would be fair value. This is 
because the fair value will provide relevant information about the timing, amount and uncertainty of 
future cash flows (IASB, 2021a). 
Faithful representation of cryptocurrencies 
In determining the fair value of cryptocurrencies, the holder may use the value quoted on an exchange 
or they may estimate the value. The Conceptual Framework for Financial Reporting (Conceptual 
Framework) concurs with this and explains that in cases where observable prices in an active market 
are not available, then the value can be estimated (IASB, 2021a). This instance would only apply for 
the less liquid cryptocurrencies because even though their prices may be quoted, the market is not 
considered to be active due to insufficient frequency and volume of trade (Deloitte, 2018b). However, 
this may give rise to measurement uncertainty and can prove a costly exercise.  
The level of measurement uncertainty affects whether the information is faithfully represented in the 
financial statements (IASB, 2021a). Given that cryptocurrencies are still in their infancy and the various 
sensitivities, the measurement uncertainty may be significant for less common cryptocurrencies 
(Deloitte, 2018b). This is because of the various assumptions and judgements involved, which may be 
subjective or a lack of readily available information relating to the valuation. This could then negatively 
impact the faithful representation element if these assumptions or judgements are not reasonable, 
justifiable or not in line with market practice. Furthermore, the measurement techniques used to value 
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these cryptocurrencies, may not necessarily be understood by the users or may not be verifiable (IASB, 
2021a). 
6.1 Conclusion on the decision usefulness of the measurement requirements 
The initial measurement of cryptocurrencies at cost will provide useful information as it allows the 
users to understand the resources expended to obtain the cryptocurrency. Furthermore, the users of the 
financial statements can compare the cost of acquiring cryptocurrencies between entities and between 
periods within the same entity. This allows the users to understand the different prices of acquisition 
and how this impacts the entity.  
Given the volatility in cryptocurrency prices and its sensitivity to market factors, users want to see 
information that captures the changes in value. Therefore, subsequently measuring cryptocurrencies 
using the revaluation model will produce the most relevant information to the users of the financial 
statements. Applying the revaluation model (i.e. fair value) provides timely information about the 
realisation value of cryptocurrencies and results in comparability between entities and between periods 
within the same entity as identical assets are measured at the same value. This model, therefore, provides 
confirmatory and predictive value to the users. The value of cryptocurrencies is often quoted on an 
exchange and as such, lower estimation uncertainty is experienced in faithfully representing 
cryptocurrencies.  
However, where the market for less liquid cryptocurrencies is not considered to be active, the 
revaluation model cannot be applied. This means that a large number of cryptocurrencies will be scoped 
out of the revaluation model and measured subsequently at cost. This will not result in useful 
information as even though the cryptocurrency is not traded in an active market, the users are still 
concerned about the changes in value. This is because the cost model does not predict the cash flows 
(realisation) of cryptocurrencies as its volatility is not captured. The cost model does not depict the true 
exposure of the holder and this may result in skewed results in future periods when the cryptocurrency 
is disposed of as the gain or loss will be enlarged by the price changes in previous periods. 
Based on the above, the most appropriate measurement base is the revaluation model (fair value) as this 
results in decision-useful information for the users of the financial statements. However, the 
measurement principles relating to intangible assets only result in this measurement being achieved 
where the cryptocurrency is traded in an active market. Therefore, the measurement requirements for 
intangible assets contained in IFRS does not provide decision-useful information for all 






7. Presentation of cryptocurrencies 
Traditional intangible assets are presented as non-current assets on the face of the statement of financial 
position as the benefits are expected to be received over more than one period (IASB, 2021d). Therefore, 
if the cryptocurrencies are held with a longer intention, such as those held for investment purposes, they 
would be classified as non-current intangible assets. 
IAS 38 provides additional requirements relating to the presentation of the subsequent measurement of 
cryptocurrencies. In this regard, IAS 38 requires the fair value remeasurements to be presented as 
illustrated in Figure 1. 
 
Figure 1: Presentation of revaluation gains and losses 
Source: IAS 38 paragraphs 85 to 86 
Figure 1 shows that where the fair value exceeds the carrying amount, the increase is recognised in 
other comprehensive income (OCI) and accumulated in equity. When the fair value decreases, the 
decrease is recognised in OCI to the extent that it reduces the equity balance to nil (IASB, 2021b). 
Decreases from the carrying amount at initial recognition to the fair value are then recognised in profit 
or loss (P/L). Subsequent increases to fair value will be recognised in P/L insofar as it reverses such a 
revaluation decrease (IASB, 2021b). Where the cryptocurrencies are measured using the cost model, 
only decreases in value attributable to impairments are recognised. These impairments, and any 
reversals thereof, are presented in P/L during the period in which they occurred (IASB, 2021b). 
Useful presentation of cryptocurrencies 
The presentation principles of the revaluation model do not provide meaningful information, as users 
would want to see both the gains and losses in P/L due to the nature of cryptocurrencies (IFRS 
Discussion Group, 2018). Therefore, Berchowitz (2017), the Chamber of Digital Commerce (2017), 
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EY (2018), IFRS Discussion Group (2018) and Venter (2016) agree that while cryptocurrencies may 
meet the definition of an intangible asset, the revaluation model is inadequate as the fair value 
movements are recognised in OCI without subsequent realisation into P/L. According to the ACCA 
(n.d.), P/L represents the primary source of information relating to the return that the holder made on 
their economic resources during the period. Therefore, by presenting the changes in fair value in P/L, it 
would more accurately depict the performance of the holder as it provides information relating to the 
movements in value attributable to the economic resource, this being the cryptocurrency (AVNT, 2018).  
Going further, one can argue that in some instances it may not be appropriate to include the change in 
fair value in P/L as this is not considered to be part of the operations and activities of the entity, as it is 
merely held for investment purposes. The counterargument is such that even if the cryptocurrency is 
held for investment purposes, it is held to realise the increase in value which is similar to holding 
securities with speculative intentions. Similarly, investments in cryptocurrencies should be measured at 
fair value through P/L. Additionally, if the change in fair value is recognised in OCI and not 
subsequently reclassified to P/L, it may distort the P/L in future periods. This is because the gain or loss 
on the disposal of the cryptocurrency will be shown in P/L while the previous movements in fair value 
were recognised in OCI and accumulated in a reserve that cannot be reclassified to P/L. As such, even 
if cryptocurrencies are held for speculative purposes, it is appropriate to recognise the change in fair 
value in P/L. 
Additionally, an accounting mismatch may occur as a result of inconsistencies relating to the 
presentation of changes in the value of cryptocurrencies and the liabilities backing those 
cryptocurrencies (IASB, 2021a). This is because applying the revaluation model under IAS 38 would 
result in the holder recognising the increases in value in OCI while the changes in related liabilities 
(measured at amortised cost or fair value) will be recognised in P/L. As a result, the changes in value 
would be presented differently even though the cryptocurrencies and related liabilities would be subject 
to the same risk (Grant Thornton, 2015). 
Based on the above, it is noted that the requirements contained in existing IFRS standards do not provide 
useful information in terms of presenting cryptocurrency movements where the revaluation model is 
used. This is because increases above cost are presented in OCI and decreases below cost are presented 
in P/L. An accounting mismatch also occurs as the changes in the liabilities backing the 
cryptocurrencies are presented in P/L. Going further, the revaluation model may only be applied if there 
is an active market for the cryptocurrency. As a result, inconsistencies in the presentation would arise 
between more liquid cryptocurrencies and those that are less liquid. Users are concerned about the value 
of cryptocurrencies and would want to see both increases and decreases in P/L regardless of whether 




8. Disclosure of cryptocurrencies 
IAS 38 requires both qualitative and quantitative information relating to cryptocurrencies to be 
disclosed. The holder is required to disclose the gross carrying amount of the cryptocurrency at the 
beginning and end of the financial year, along with a reconciliation between the carrying amounts. The 
reconciliation should include information relating to the additions, disposals, impairments and changes 
in value if the revaluation model is used (IASB, 2021b). IAS 38 further specifies that if the revaluation 
model is used, the holder should disclose the revaluation date as well as the carrying amount of the 
cryptocurrency if the cost method was used instead of the revaluation model (IASB, 2021b). 
In instances where cryptocurrencies are measured using the revaluation model or where the holder uses 
the cost model but chooses to disclose the fair value, IFRS 13 Fair Value Measurement (IFRS 13) 
becomes applicable. IFRS 13 requires the holder of cryptocurrencies to disclose the valuation technique 
and inputs used in determining the fair value (IASB, 2021c). Furthermore, the level of the fair value 
hierarchy within which the fair value of the cryptocurrency is categorised, transfers between the levels 
of the fair value hierarchy and reasons for the transfers should be disclosed (IASB, 2021c). 
The fair value hierarchy consists of three levels as described below: 
(a) Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities 
that the entity can access at the measurement date (IASB, 2021c, para. 76). 
(b) Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable 
for the asset or liability, either directly or indirectly (IASB, 2021c, para. 81). 
(c) Level 3 inputs are unobservable inputs for the asset or liability (IASB, 2021c, para. 86). 
In assessing the fair value level of cryptocurrencies, consideration should be given to the inputs used in 
determining the fair value. In this regard, section 6 mentioned that the more liquid cryptocurrencies 
such as Bitcoin are traded in an active market. Furthermore, the prices of these cryptocurrencies are 
quoted on an exchange. Hence, the more liquid cryptocurrencies can be categorised as containing a 
level 1 input in determining their fair value. 
The less liquid cryptocurrencies can be categorised as containing either level 2 or 3 inputs. In assessing 
whether the inputs for less liquid cryptocurrencies are level 2, IFRS 13 states that these inputs include 
“quoted prices for identical or similar assets or liabilities in markets that are not active” (IASB, 2021c, 
para. 82(b)). This means that if the price of the cryptocurrency is quoted on an exchange but is not 
traded with sufficient volume and frequency, then the inputs can be categorised as level 2. If the price 
of the cryptocurrency is not quoted in the market and has to be estimated using unobservable inputs, 
then it would be categorised as level 3. However, in most instances, less liquid cryptocurrencies are 
quoted and traded on an exchange and therefore fall within level 2.  
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IFRS 13 goes further to state that if the inputs are categorised as level 3, quantitative information should 
be disclosed about the significant unobservable inputs used in determining the fair value. Additionally, 
the holder should disclose a reconciliation of the opening and closing balance, unrealised gains or losses 
recognised in P/L, a description of the valuation process and a description of the sensitivity of changes 
in the unobservable inputs (IASB, 2021c). 
Useful disclosure of cryptocurrencies 
The financial crisis has emphasised that effective disclosures are required to assist users in making 
decisions regarding their investment in the entity (Jonker, Maroun, Joosub & Segal, 2013). Segal (2017; 
2019) further asserts that there is a gap in the information that users require and what is disclosed by 
entities. As a result, Retief (2018) mentions that holders should consider what users of financial 
statements need to know about their cryptocurrency holdings. In this regard, it is expected that users 
would want to see information of a quantitative and qualitative nature (Debreceny, Gray & Mock, 2001; 
Jonker et al., 2013). This information should consist of an accounting policy that describes the nature, 
purpose of holding, classification and measurement model applied to cryptocurrencies (CPA, 2018; 
Retief, 2018).  
It is also expected that users would like to understand the nature and impact of the risks, uncertainties 
and judgements relating to cryptocurrencies, given the significant price risk and unique nature thereof 
(CPA, 2018; Procházka, 2018; Retief, 2018). Risk is defined as “the possibility that an event will occur, 
which will impact an organisation's achievement of objectives” (Moloi, 2014 p. 681). As a result, by 
providing such information, users can determine how the cryptocurrencies will affect the entity and its 
objectives, the aspects that affect the value and how changes in those aspects can change its value. 
Based on the above, the holder should provide disclosures relating to the assumptions on estimation 
uncertainty and forward-looking information that pose a significant risk that may result in a material 
adjustment (CPA, 2018). PwC (2018) adds that the disclosures should provide transparent information 
about the risk exposures as well as the impact on capital resources, liquidity and other risks. 
Furthermore, the details of the exchange used should be disclosed as well as whether the fair value was 
determined on a coin-by-coin basis (Grant Thornton, 2018). CPA (2018) expresses that because 
cryptocurrencies are volatile and the markets stay open, there is ultimately no closing price. Hence, the 
time that the entity measures the cryptocurrency should be disclosed for users to verify the quoted price. 
The accounting policy or notes should therefore refer to the timing of the measurement and apply this 
consistently for all cryptocurrencies held. This view is shared by the AVNT (2018), which describes 
the importance of developing an accounting policy that defines the source of the fair value because as 
the popularity of cryptocurrencies increases, more exchanges are established with different prices for 
cryptocurrencies per exchange. As such, the accounting policy should ensure that consistency is 
achieved by making use of the same data source. 
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In practice, the majority of entities refers to cryptocurrencies in their significant accounting policies’ 
disclosure given the judgements and uncertainties relating to the accounting treatment thereof. These 
entities disclose a basic background to cryptocurrencies as well as how they are classified and measured 
in light of the entity’s intentions. Furthermore, the entities mention the exchange from where the pricing 
data was obtained, the time when the data was obtained, principal market and process followed in 
determining this market (Bitcoin Investment Trust, 2018). Bitcoin Investment Trust (2018) also alludes 
to the uncertainties, how cryptocurrencies work and the risks associated. Moreover, this entity provides 
the cost, fair value, reconciliation from the opening balance to the closing balance as well as a 
reconciliation of the number of units held.  
The disclosure guidance contained in IAS 38 alone is not sufficient to provide useful information to the 
users of the financial statements in terms of the cryptocurrency holdings. Therefore, if the cost model 
is used to measure cryptocurrencies, as is the case for less liquid cryptocurrencies, the disclosures would 
not meet the expectations of the users. This is because the requirements of IFRS 13 would only be 
applied where the revaluation model is used. As such, information relating to the change in value, risks, 
uncertainties and judgements are not captured through the requirements of IAS 38. The existing 
standards will only provide useful disclosures where the revaluation model is used or where the holder 
applies the cost model but chooses to disclose the fair value of the cryptocurrency. This is because IAS 
38 together with IFRS 13, will require the holders to disclose qualitative and quantitative information 
that allows users to understand the changes in cryptocurrencies as well as how the volatility and risks 
have been incorporated in the accounting treatment and how this impacts the entity. 
9. Conclusion 
The revolutionary innovation of cryptocurrencies has attracted attention from entities and investors. 
However, the current IFRS standards do not provide specific accounting requirements for 
cryptocurrencies. This has, therefore, resulted in some entities accounting for their cryptocurrency 
holdings as intangible assets based on their interpretation of IFRS (IASB, 2018). The IFRIC (2019) 
published its agenda decision which concluded that cryptocurrency holdings not held for sale in the 
course of ordinary business, should be accounted for as intangible assets. 
Given the above, the objective of this paper was to assess whether recognising, measuring, presenting 
and disclosing cryptocurrencies as intangible assets provides decision-useful information based on the 
nature and characteristics of cryptocurrencies. Decision usefulness was based on whether the 
accounting standards relating to intangible assets address the expectations of the users of the financial 
statements. This was achieved by applying a qualitative doctrinal research method. 
This paper concluded that the initial recognition and measurement of cryptocurrencies as intangible 
assets will provide useful information as it allows the users to understand the resources expended to 
obtain the cryptocurrency. This will also allow the users to compare the cost of acquiring 
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cryptocurrencies between entities and between periods within the same entity. This provides useful 
information as the users can understand the different prices of acquisition and how this impacts the 
entity. 
Given the significant volatility in the price of cryptocurrencies, users want to see information relating 
to changes in value. The revaluation model can be applied subsequently to cryptocurrencies that are 
traded in an active market and this would produce relevant information to the users of the financial 
statements and faithfully represent cryptocurrencies. It was also argued that the revaluation model better 
reflects the economics of cryptocurrencies as it represents the value at which investments in 
cryptocurrencies would be realised or the value that the holder may transact. Additionally, applying the 
revaluation model will increase comparability as cryptocurrencies acquired at different times during the 
year and through different methods of acquisition are measured at the same value at year-end.  However, 
less liquid cryptocurrencies will subsequently be measured using the cost model and this does not 
provide useful information as only decreases due to impairment are shown in the financial statements. 
Therefore, the measurement requirements for intangible assets contained in IAS 38 does not provide 
decision-useful information for all cryptocurrencies as even though less liquid cryptocurrencies are not 
traded in an active market, users would still be concerned about the changes in value. 
It was concluded that where the revaluation model is applied, the presentation guidance relating to the 
fair value movements does not provide decision-useful information. This is because IAS 38 requires 
increases above cost to be presented in OCI and decreases below cost to be presented in P/L. This does 
not depict the true performance of the holder and the expectation of the users. The nature and 
characteristics of cryptocurrencies are such that its value is constantly changing and users, therefore, 
expect these changes to be captured in the performance of the entity.   
Additionally, the revaluation model may only be applied if there is an active market for the 
cryptocurrency. Inconsistencies between the less liquid and more liquid cryptocurrencies would arise 
as less liquid cryptocurrencies will be measured at cost with only decreases in value presented in P/L. 
Based on the expectation of users, both increases and decreases in value should be presented in P/L 
regardless of the liquidity of the cryptocurrency. As a result, the presentation requirements for intangible 
assets do not provide decision-useful information due to the presentation of the fair value gains and 
losses as well as the inconsistencies in the treatment based on the liquidity of cryptocurrencies.  
The disclosure requirements contained in IAS 38 alone does not provide useful information to the users 
of the financial statements in terms of the cryptocurrency holdings. This is because where the 
revaluation model is not used, as is the case for less liquid cryptocurrencies, the disclosures would not 
meet the expectations of the users. This is because users want to understand the change in value, risks, 
uncertainties and judgements that apply to cryptocurrencies. These disclosures are not captured through 
the requirements of IAS 38. 
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However, where the revaluation model is applied or where the cost model is applied but the fair value 
is disclosed, the requirements of IFRS 13 would be applicable. Together with IFRS 13, the entity is 
required to disclose qualitative and quantitative information that allows users to understand the changes 
in cryptocurrencies as well as how the volatility and risks have been incorporated in the accounting 
treatment and how this impacts the entity.  
In applying the objective of financial reporting it was noted that the holders should disclose any 
pertinent information that would assist the users’ understanding of the accounting treatment of 
cryptocurrencies; this includes the assumptions relating to estimation uncertainty and forward-looking 
information. Therefore, it was concluded that the disclosure guidance contained in IFRS only provides 
decision-useful information to the users of the financial statements if the revaluation model is used or 
where the fair value is disclosed. 
This paper focused on whether the IFRS guidance relating to intangible assets provides decision-useful 
information to the users of the financial statements and therefore, addressed the gap between the 
financial implications of cryptocurrencies and the objective of financial reporting. Based on the above 
conclusions, the measurement and presentation guidance relating to intangible assets are not consistent 
with the expectations of users. To address the problems, it is recommended that the IASB issues specific 
guidance for cryptocurrencies. The specific guidance could include amending the definition of a 
financial asset or requiring disclosure of the fair value and fair value movements even if the 
cryptocurrencies are measured using the cost model. Further research can also be conducted by 
analysing the financial statements of entities that apply IFRS to determine and recommend generally 
accepted practice in terms of the accounting treatment of cryptocurrencies. 
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